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supporting schedules pertaining to the firm of Ronin Capital L.L.C as of December 31 2012 are true and correct ftirther swear

or affirm that neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer

This report contains check all applicable boxesIa
t1

0c
0e
0g

0j

Facing page

Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3
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McGIadreyLLP

McGladrey

Independent Auditors Report

To the Managing Member

Ronin Capital LLC

Chicago Illinois

Report on the Financial Statement

We have audited the accompanying consolidated statement of financial condition of Ronin Capital LLC

and subsidiaries the Company as of December 31 2012 that are filed pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 and the related notes the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this consolidated financial

statement in accordance with accounting principles generally accepted in the United States of America

this includes the design implementation and maintenance of internal control relevant to the preparation

and fair presentation of the consolidated financial statement that is free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this consolidated financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the consolidated financial statement is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the consolidated financial statement The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the consolidated financial statement

whether due to fraud or error In making those risk assessments the auditor considers internal control

relevant to the Companys preparation and fair presentation of the consolidated financial statement in

order to design audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we express no

such opinion An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management as well as evaluating the

overall presentation of the consolidated financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

In our opinion the consolidated financial statement referred to above presents fairly in all material

respects the financial position of Ronin Capital LLC and subsidiaries as of December 31 2012 in

accordance with accounting principles generally accepted in the United States of America

Chicago Illinois

February 28 2013

Member of the RSM International network of independent accounting tax and consulting firms



Ronin Capital LLC

Consolidated Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 9987132

Securities purchased under agreements to resell 2332890382

Deposits with clearing organizations 27993292

Receivables from broker-dealers and clearing organizations 572339268

Securities owned at fair value 15881270376

Derivative financial instruments at fair value 2509250119

Memberships in exchanges owned at cost fair value $2532987 2315861

Furniture equipment software and leasehold improvements

net of accumulated depreciation and amortization of $16327861 22361782

Other assets 7548045

21365956257

Liabilities and Members Equity

Securities sold under agreements to repurchase 15266986056

Payables to broker-dealers and clearing organizations 317800699

Securities sold not yet purchased at fair value 2898355873

Derivative financial instruments at fair value 2514109429

Accounts payable and accrued expenses 21021713

Loan payable 35000000

21053273770

Members equity 305740442

Non-controlling interest in subsidiaries 6942045

Total members equity 312682487

21365956257

See Notes to Consolidated Statement of Financial Condition



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies

Ronin Capital LLC Ronin Delaware limited liability company is proprietary trading firm buying

selling and dealing as principal in fixed income securities equity securities government securities and

derivative financial instruments for its own account The majority owner of Ronin is Zen Holdings LLC

Zen

Ronin is broker-dealer registered under the Securities Exchange Act of 1934 and member of the

Chicago Board Options Exchange CME Group NASDAQ OMX Group Chicago Futures Exchange

Dubai Mercantile Exchange Limited ELX Futures Eurex Frankfurt AG Fixed Income Clearing

Corporation ICE Futures US NYSE Life US International Securities Exchange NYSE Arca NYSE Life

Bats Exchange BZX Bats Exchange BYX Direct Edge EDGA MGEX

Ronin is dealer member of LCH Clearnet Limiteds RepoClear division The Company engages in the

buying selling and dealing in securities backed or guaranteed by the full faith and credit of the United

States government

Ronin wholly or substantially owns subsidiaries including Ronin Capital Ireland Limited Ronin Ireland

Ronin Capital UK Limited Ronin UK Arei Fitness LLC Ronin Profit Plan LLC Dart Executions LLC

Dart Ronin Trading Europe LLP Ronin Trading Europe Ronin Trading UK LLP Ronin Trading UK
Ronin Capital Asia Private Limited Ronin Asia collectively the Company

Ronin Ireland is non-regulated trading company registered in Dublin Ireland specializing in the trading

of European index options futures and equity securities and is member of the Eurex Ronin Trading

UK is Financial Services Authority registered trading company that maintains European passport to

trade on any exchange that is member of the European Union Ronin Trading Europe is non-

regulated entity that is registered in London Ronin Trading Europe is member of the following

exchanges LSE Chi-X Bats Exchange EU NYSE Brussels NYSE Lisbon NYSE Paris NYSE

Amsterdam Six Swiss Exchange Limited Eurex Frankfurt AG and NYSE Life Ronin Asia is non-

regulated trading company registered in Singapore Dart member of the International Securities

Exchange Philadelphia Options Exchange NYSE Arca New York Stock Exchange Boston Options

Exchange Chicago Board Options Exchange NYSE Amex BATS Exchanges Direct Edge Exchanges
CBOE C2 Chicago Futures Exchange NASDAQ OMX BX and PSX National Futures Association and

the Financial Industry Regulatory Authority FINRA provides execution services along with direct market

access in equity fixed income and derivative instruments

Principles of consolidation The consolidated financial statements include the accounts and results of

the Company and its subsidiaries required to be consolidated in accordance with accounting standards

generally accepted in the United States of America All significant intercompany accounts and

transactions have been eliminated in consolidation

The Class Capital Members Class in Ronin Trading UK and Ronin Trading Europe represent the

non-controlling interest in subsidiaries in the Companys financial statements Contributions withdrawals

and allocations of comprehensive income result in changes to Class Bs ownership percentage and to the

non-controlling interests ownership percentage of Ronin Trading UK The Companys corresponding

changes to members equity are reflected in the consolidated statements of changes in members equity

Income is allocated to non-controlling interests based on the negotiated profit split during the period in

which the income is earned

summary of the Companys significant accounting policies follows

Accounting policies The Company follows Generally Accepted Accounting Principles GAAP as

established by the Financial Accounting Standards Board the FASB to ensure consistent reporting of

financial condition results of operations and cash flows



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies Continued

Use of estimates The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

financial statements and the reported amounts of revenue and expense during the reporting period

Actual results could differ from those estimates

Securities owned and securities sold not yet purchased Securities transactions and related

revenues and expenses are recorded on trade-date basis at fair value in accordance with GAAP The

resulting realized gains and losses and change in unrealized gains and losses are reflected in principal

transactions in the consolidated statement of comprehensive income Securities sold not yet purchased

represent obligations to deliver specified securities at predetermined prices The Company is obligated to

purchase the securities at future date at then-prevailing prices that may differ from the market values

reflected in the consolidated statement of financial condition

Securities purchased under agreements to resell or sold under agreements to repurchase

Securities purchased under agreements to resell reverse repurchase agreements or reverse repos and

securities sold under agreements to repurchase repurchase agreements or repos are treated as

collateralized financing transactions and are carried at amounts at which the securities will be

subsequently resold or reacquired plus accrued interest Transactions cleared through FICC are reported

in the consolidated statement of financial condition on net basis by settlement date and by instrument

It is the Companys policy to take possession or control of securities purchased under agreements to

resell with market value equal to or in excess of the principal amount loaned under resale agreements

The Company is required to provide securities to counterparties in order to collateralize repurchase

agreements The Company minimizes credit risk associated with these activities by monitoring credit

exposure and collateral values on daily basis and requiring additional collateral to be deposited or

returned when deemed appropriate Reverse repos and repos are carried at contract value

Resale and repurchase activities are generally transacted under master netting agreements that give the

Company the right in the event of default to liquidate collateral held The counterparties to all resale and

repurchase transactions at December 31 2012 are major financial institutions

Derivative financial instruments Derivative financial instruments include equity options futures equity

swaps forward contracts options on forward contracts and options on futures contracts and are recorded

at fair value in accordance with GAAP Futures transactions are recorded in receivable from/payable to

broker-dealers and clearing organizations in the consolidated statement of financial condition netted by

broker-dealer or clearing organization The remaining derivatives are classified as derivative financial

instruments in the consolidated statement of financial condition The change in unrealized gains and

losses on derivative contracts are reflected in principal transactions in the consolidated statement of

comprehensive income

Offsetting of amounts related to certain contracts When the requirements are met the Company
offsets certain fair value amounts recognized for cash collateral receivables or payables against fair value

amounts recognized for net derivative positions executed with the same counterparty under the same

master netting arrangement

Receivable from and payable to broker-dealers and clearing organizations Receivables and

payables relating to trades pending settlement are netted by broker-dealer and clearing organization and

included in receivable from/payable to broker-dealers and clearing organizations in the consolidated

statement of financial condition The Company may obtain short-term financing from broker-dealers from

whom it can borrow against its proprietary inventory positions subject to collateral maintenance

requirements



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies Continued

Furniture equipment software and leasehold improvements Furniture equipment software and

leasehold improvements are recorded at cost Furniture equipment and software are depreciated on

straight-line basis over the estimated useful lives of the assets Leasehold improvements are amortized

on straight-line basis over the lesser of the lease term or the estimated useful lives of the assets

Memberships in exchanges owned The Companys exchange memberships which represent

ownership interests in the exchange and provide the Company with the right to conduct business on the

exchanges are recorded at cost or if any other than temporary impairment in value has occurred at

value that reflects managements estimates of the impairment

Stock in exchanges not required to be held for operating purposes are carried at fair value and are

included in securities owned Realized and change in unrealized gains and losses on stock in exchanges

are computed based upon specific identifications and are included in other income in the consolidated

statement of comprehensive income

Interest and dividend income/expense The Company recognizes contractual interest on securities

owned and securities sold not yet purchased on an accrual basis and dividend income is recognized on

the ex-dividend date The Company accounts for its secured financing activities on an accrual basis with

related interest recorded as interest and dividend income and interest and dividend expense as

applicable

Income taxes Ronin and Dart are taxed collectively as partnership under the provisions of the Internal

Revenue Code and accordingly are not subject to federal and state income taxes Instead members are

liable for federal and state income taxes on their respective share of the taxable income of the Company

Ronin Ireland is subject to corporate taxes in Ireland and computes benefit or provision and files

separate tax return Ronin Asia is subject to corporate taxes in Singapore and computes benefit or

provision and files separate tax return Ronin UK is subject to corporate taxes in the United Kingdom

and accordingly computes benefit or provision and files separate tax return Ronin Trading Europe

and Ronin Trading UK are flow through entities for tax purposes in the United Kingdom Their income is

distributed to the members who file tax returns that account for their allocation of the income

FASB guidance requires the evaluation of tax positions taken or expected to be taken in the course of

preparing the Companys tax returns to determine whether the tax positions are more-likely-than-not of

being sustained when challenged or when examined by the applicable tax authority Tax positions not

deemed to meet the more-likely-than-not threshold would be recorded as tax benefit or expense and

liability in the current year For the year ended December 31 2012 management has reviewed the

Companys tax positions for the open tax years and concluded that no provision for income tax is required

in the Companys financial statements

Ronin is not subject to examination by United States federal and state tax authorities for tax years before

2009 Ronin Ireland is not subject to examination by Irish tax authorities for tax years before 2008 Ronin

UK is not subject to examination by HM Revenue and Customs for tax years before 2010

Cash and cash equivalents The Company has defined cash equivalents as short-term highly liquid

overnight money market investments with original maturities of less than three months as well as money

market mutual funds



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies Continued

Translation of foreign currencies Assets and liabilities denominated in foreign currencies are

translated at year-end rates of exchange while the income statement accounts are translated at average

rates of exchange for the year Gains or losses resulting from foreign currency translations are included

in foreign currency translation adjustment in the consolidated statement of comprehensive income as

component of other comprehensive income

Unit-based compensation Compensation cost relating to equity awards is recognized in the

consolidated financial statements using fair value method The Company measures the cost of such

awards based on the estimated fair value of the award measured at the grant date As there is no active

secondary market for the award units the Company uses net present value approach to determine the

fair value of the units Such valuation relies on significant management judgment and estimates

The Company is required to estimate the expected forfeitures of equity awards at the grant date and

recognize compensation cost only for those awards expected to vest The forfeiture assumption is

ultimately adjusted to the actual forfeiture rate Therefore changes in the forfeiture assumptions may
impact the total amount of expense ultimately recognized over the vesting period Estimated forfeitures

will be reassessed in subsequent periods and may change based on new facts and circumstances

Reclassification Certain balances in the prior year consolidated financial statements have been

reclassified to conform to the current year presentation

Recently issued accounting pronouncements In December 2011 the FASB issued new guidance

that requires an entity to disclose information about offsetting and related arrangements to enable users

of its financial statements to understand the effect of those arrangements on its financial position FASB

issued additional clarification to specify that the guidance applies only to derivatives repurchase

agreements and reverse repurchase agreements and securities borrowing and securities lending

transactions that are either offset in accordance with specific criteria of the Codification or subject to

master netting arrangement or similar agreement This guidance is effective for annual periods beginning

on or after January 2013 The adoption of this guidance is not expected to have material impact on

our financial position or results of operations

Note Receivables from and Payables to Broker-Dealers and Clearing Organizations

Receivables from and payables to broker-dealers and clearing organizations at December 31 2012

consist of the following

Receivables Payables

Broker-dealers and clearing organizations 215254848 324691114

Unsettled securities transactions 311736533

Exchange traded futures open trade equity 19720229 6811929
Interest and dividends net 25627658 78486

572339268 317800699

The Company clears certain of its proprietary transactions through other broker-dealers on fully

disclosed basis The amount payable to the clearing brokers relates to the aforementioned transactions

and are collateralized by securities owned by the Company



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date The fair value hierarchy gives the

highest priority to quoted prices in active markets for identical assets or liabilities Level and the lowest

priority to unobservable inputs Level Inputs are broadly defined as assumptions market participants

would use in pricing an asset or liability The three levels of the fair value hierarchy are described below

Level Unadjusted quoted prices in active markets for identical assets or liabilities that the

reporting entity has the ability to access at the measurement date

Level Inputs other than quoted prices within Level that are observable for the asset or

liability either directly or indirectly and the fair value is determined through the use of models or

other valuation methodologies significant adjustment to Level input could result in the

Level measurement becoming Level measurement

Level Inputs are unobservable for the asset or liability and include situations where there is

little if any market activity for the asset or liability The inputs into the determination of fair value

are based upon the best information in the circumstances and may require significant

management judgment or estimation

In certain cases the inputs used to measure fair value may fall into different levels of the fair value

hierarchy In such cases financial instruments level within the fair value hierarchy is based on the

lowest level of input that is significant to the fair value measurement The Companys assessment of the

significance of particular input to the fair value measurement in its entirety requires judgment and

considers factors specific to the financial instrument

The Company assesses the levels of the financial instruments at each measurement date and transfers

between levels are recognized on the actual date of the event or change in circumstances that caused

the transfer in accordance with the Companys accounting policy regarding the recognition of transfers

between levels of the fair value hierarchy

Financial instruments traded on national securities exchange or reported on the NASDAQ national

market are stated at the last reported sales price on the day of valuation Fair value of exchange-traded

contracts is based upon exchange settlement prices U.S and foreign primarily United Kingdom and

Germany government securities are valued based on quoted market prices Money market mutual funds

are valued based on the published net asset value per share on the day of valuation These financial

instruments are classified as Level in the fair value hierarchy

Financial instruments traded in the over-the-counter market include corporate bonds currency forward

contracts and options on currency forward contracts that are valued based on broker or dealer quotations

or alternative pricing sources with reasonable levels of price transparency Short-term notes are stated at

amortized cost which approximates fair value Open equity swap contracts are valued based on the

underlying equity security financial instrument or index included as the notional amount of the swap
These financial instruments are classified as Level in the fair value hierarchy

If the fair value of private company interests held cannot be valued by reference to observable valuation

measures then the primary method used to estimate the fair value of such private company interests is

the discounted cash flow method The determination of fair value using this methodology takes into

consideration of range of factors and involves significant degree of judgment by management of the

Company



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Fair Value of Financial Instruments Continued

The following tables present the Companys fair value hierarchy for those assets and liabilities measured

at fair value on recurring basis as of December 31 2012

Fair Value Measurements Using

Quoted Prices in Significant Significant

Active Markets for Other Unobservable

Identical Assets Inputs Inputs

Descriotion Total Level Level Level

Assets

Deposits with clearing organizations

Money market mutual funds

Receivables from broker-dealers and

clearing organizations

Exchange traded futures

Payables to broker-dealers and

clearing organizations

Exchange traded futures

Securities owned

Government securities

Equity securities

Corporate obligations

Derivative financial instruments

Equity swaps

Equity options

Options on futures

Currency forward contracts

6008396

19720229

6811929

14892771596

945815082

688987062

1122093023

Fair Value Measurements

Quoted Prices in Significant

Active Markets for Other

Identical Liabilities Inputs

Level Level2

Using

Significant

Unobservable

Inputs

Level

Liabilities

Financial instruments sold

not yet purchased

Government securities

Equity securities

Corporate obligations

Derivative financial instruments

Equity options

Options on futures

Currency forward contracts

2301160335

590569395

714039080

1120390408

6008396

19720229

6811929

14892771596

945815082

42683698

2379597

688987062

1122093023

695790437

42683698

2379597

695790437

18423061049 17682207317 740853732

Descriotion Total

2301160335

590569395

6626143

714039080

1120390408

679679.941

6626143

679679941

5412465302 4726159218 686306084



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Fair Value of Financial Instruments Continued

Government securities owned are pledged to either repurchase counterparties or broker-dealers on terms

which permit those parties to sell or repledge the securities subject to certain limitations

Substantially all of the Companys other assets and liabilities except for exchange memberships and

furniture equipment software and leasehold improvements are considered financial instruments and

are either already at fair value or at carrying amounts that approximate fair value because of the short

maturity of the instruments

Note Derivative Financial Instruments

Derivative financial instruments are based upon an underlying asset index or reference rate or

combination of these factors The Company uses derivative financial instruments as part of its trading

activities These financial instruments which generally include exchange-traded equity options equity

swaps options on futures forward contracts options on forward contracts and futures contracts expose

the Company to varying degrees of market and credit risk that may be in excess of the amounts recorded

in the consolidated statement of financial condition

As market maker and liquidity provider in various markets the Company employs arbitrage trading

strategies between exchange traded futures and securities Since the Companys trading is primarily

arbitrage in nature the notional value of open derivative positions is not representative of the risk in the

outstanding derivatives contract The Companys trading activities involve the use of risk management

strategies to reduce directional and non-directional risks based on models and there is no guarantee that

the hedging strategies will achieve their desired effect

These derivative contracts are recorded on the statement of financial condition as assets and liabilities

measured at fair value and the related realized and unrealized gain loss associated with these

derivatives is recorded in the consolidated statement of comprehensive income The Company does not

consider any derivative instruments to be hedging instruments as those terms are generally understood

As of December 31 2012 the Companys derivative activities had the following impact on the

consolidated statement of financial condition

Statement of Assets at Liabilities at

Underlying Risk Financial condition Location Fair Value Fair Value Net

Interest rate futures Receivables from payable to broker-

dealers and clearing organizations 9550036 9550036

Commodity futures Receivables from payable to broker-

dealers and clearing organizations 14707939 14707939

Equity futures Receivables from payable to broker-

dealers and clearing organizations 11590225 8828396 2761829

currency futures Receivables from payable to broker-

dealers and clearing organizations 4501469 4989115 487646

Interest rate Derivative financial instruments 36883439 49362308 12478869

Commodity Derivative financial instruments 959654237 944618768 15035469

Equity Derivative financial instruments 719173274 737898723 18725449

currency forwards Derivative financial instruments 793539169 782229630 11309539

21672848



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Derivative Financial Instruments Continued

For non-exchange traded derivatives under standard derivatives agreements the Company may be

required to post collateral if the Company is in net liability position with the counterparty exceeding

certain amounts Additionally counterparties may immediately terminate derivatives contracts if the

Company fails to maintain sufficient asset coverage for its contracts or its net assets decline by stated

percentages

Note Furniture Equipment Software and Leasehold Improvements

Furniture equipment software and leasehold improvements at December 31 2012 consisted of the

following

Amount

Computer equipment and software 14689420

Furniture and fixtures 4340621

Leasehold improvements 19659602

38689643

Less accumulated depreciation and amortization 16327861
22361782

Note Collateral

In the normal course of business the Company obtains securities under resale agreements on terms

which permit it to repledge or resell the securities to others At December 31 2012 the Company
obtained approximately $2.3 billion of securities on such terms all of which have been either pledged or

otherwise transferred to others in connection with the Companys financing activities or to satisfy its

commitments under proprietary short sales

10



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note Liabilities Subordinated to Claims of General Creditors

The Company has revolving subordinated loan agreement with financial institution in the amount of

$30000000 terminating on December 10 2013 and bearing interest at the LIBOR rate plus 4.5 percent

As of December 31 2012 there were no outstanding borrowings Each draw on the revolving loan has

an individual maturity date of at least one year from the date the draw payment is made

The subordinated borrowing is available in computing net capital under the Securities and Exchange

Commissions uniform net capital rule To the extent that such borrowing when outstanding is required

for the Companys continued compliance with minimum net capital requirements it may not be repaid

Note Loan Payable

The Company has entered into agreements with Zen that provides for redemptions of specified amounts

of Zens Class interest in the Company and simultaneous with such redemptions Zen will loan the

Company an amount equal to the redemption These loans are accounted for through contributions and

redemptions of Zens Class interest The loans mature on December 31 2013 and bear interest at the

Fed Funds rate plus percent

Note Commitments and Contingent Liabilities

The Company leases office space under noncancelable and cancelable lease agreements The lease

agreements expire at various dates through October 31 2020 At December 31 2012 minimum annual

rental commitments including escalation costs under leases which have an initial or remaining term of

one year or more were as follows

Amount

2013 2990111

2014 3037410

2015 3086066

2016 3135455

2017 3193021

Thereafter 13538908

28980971

The Company has entered into standby letter of credit in the amount of $1750000 as deposit for the

principal lease

In the ordinary course of business the Company is subject to litigation arbitration and regulatory matters

The Company has strong defenses and intends to vigorously defend itself against the claims asserted

Regardless the Company after consultation with outside legal counsel believes that the amount for

which it may be liable if any will not have material adverse effect on its consolidated financial condition

or results of operations

11



Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note 10 Off-Balance-Sheet Risk and Concentration of Credit Risk

Market risk is the potential change in an instruments value caused by fluctuations in interest rates equity

prices credit spreads or other risks Exposure to market risk is influenced by number of factors

including the relationships between financial instruments and the volatility and liquidity in the markets in

which the financial instruments are traded In many cases the use of derivative financial instruments

serves to modify or offset market risk associated with other transactions and accordingly serves to

decrease the Companys overall exposure to market risk The Company attempts to control its exposure

to market risk arising from the use of these financial instruments through various analytical monitoring

techniques

Securities sold not yet purchased short sales represent obligations of the Company to make future

delivery of specific security at specified price and correspondingly create an obligation to purchase

the security at the prevailing market price or deliver the security if owned by the Company at the later

delivery date As result short sales create the risk that the Companys ultimate obligation to satisfy the

delivery requirements may exceed the amount of the proceeds initially received

The Company may enter into forward foreign currency exchange contracts When entering into forward

currency contract the Company agrees to receive or deliver fixed quantity of foreign currency for an

agreed-upon price on an agreed future date These instruments involve market risk credit risk or both

kinds of risks in excess of the amount recognized in the consolidated statement of financial condition

Risks arise from the possible inability of counterparties to meet the terms of their contracts and from

movement in currency and securities values and interest rates

Credit risk arises from the possible inability of counterparties to meet the terms of their contracts The

Companys exposure to credit risk associated with counterparty nonperformance is limited to the current

cost to replace all contracts in which the Company has gain The Companys exposure to credit risk on

its equity swaps is reduced by the counterparty netting agreement Netting is effective across products

and cash collateral when so specified in the applicable netting agreement The Company limits credit risk

by executing futures and options transactions through regulated exchanges that are subject to the

exchanges counterparty approval procedures and margin requirements

The Company conducts business with several broker-dealers and clearing organizations for its trading

activities The clearing and depository operations of the Companys trading activities are performed by

these brokers pursuant to agreements The Company monitors the credit standing of these brokers on an

ongoing basis In the event broker is unable to fulfill its obligations the Company would be subject to

credit risk

The Companys financial instruments that are exposed to concentrations of credit risk consist primarily of

cash The Company maintains its cash accounts at financial institutions located in the United States and

in other countries The Company had cash at December 31 2012 that exceeded the balance insured by

the Federal Deposit Insurance Corporation The Company monitors such credit risks and has not

experienced any losses related to such risks
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Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note 11 Guarantees and Indemnifications

The Company is required to disclose information about its obligations under certain guarantee

arrangements Guarantees are defined as contracts and indemnification agreements that contingently

require guarantor to make payments to the guaranteed party based on changes in an underlying

interest or foreign exchange rate security or commodity price an index or the occurrence or

nonoccurrence of specified event related to an asset liability or equity security of guaranteed party

Guarantees are also defined as contracts that contingently require the guarantor to make payments to the

guaranteed party based on another entitys failure to perform under an agreement as well as indirect

guarantees of the indebtedness of others

The Company trades and holds certain fair-valued derivative contracts which may constitute guarantees

Such contracts include written option contracts Written options obligate the Company to deliver or take

delivery of specified financial instruments at contracted price in the event the holder exercises the

option Since the Company does not track the counterparties purpose for entering into derivative

contract it has disclosed derivative contracts that are likely to be used to protect against change in an

underlying financial instrument regardless of their actual use

As of December 31 2012 the maximum payouts for these contracts are limited to the notional amounts

of each contract Maximum payouts do not represent the expected future cash requirements as the

Companys written options positions may be liquidated or expire without being exercised by the holder In

addition maximum payout amounts are frequently decreased by offsetting positions taken by the

Company as part of its hedging activities The fair values of all written option contracts as of

December 31 2012 are included as liabilities in derivative financial instruments on the consolidated

statement of financial condition

In the normal course of business the Company enters into contracts that contain variety of

representations and warranties that provide indemnifications under certain circumstances The

Companys maximum exposure under these arrangements is unknown as this would involve future

claims that may be made against the Company that have not yet occurred The Company believes that it

is unlikely it will have to make material payments under these arrangements and has not recorded any

contingent liability in the financial statements for these indemnifications

The Company is member of various exchanges that trade and clear securities and/or futures contracts

Associated with its membership the Company may be required to pay proportionate share of the

financial obligations of another member who may default on its obligations to the exchange While the

rules governing different exchange memberships may vary in general the Companys guarantee

obligations would arise only if the exchange had previously exhausted its resources In addition any

such guarantee obligation would be apportioned among the other non-defaulting members of the

exchange Any potential contingent liability under these membership agreements cannot be estimated

The Company has not recorded any contingent liability in the consolidated financial statements for these

agreements and believes that any potential requirement to make payments under these agreements is

remote
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Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note 12 Benefit Plans and Unit-Based Compensation

The Company sponsors profit sharing and savings plan under Section 401k of the Internal Revenue

Code covering substantially all U.S salaried employees Under the plan employee contributions are

partially matched by the Company

Ronin Profit Plan LLC the Plan is non-qualified profit participation plan that is operated as wholly-

owned subsidiary of the Company Pursuant to the plan agreement the Companys Class Member will

contribute capital to the Plan annually based upon certain benchmarks to fund benefits that will vest in

the future under the Plan As of December 31 2012 the Company has funded the Plan of approximately

$1449000

Class Units of the Plan are issued to officers and employees of the Company pursuant to grant

agreements between the Company and such persons The Class Units are non-voting interests and

entitle the holders to distribution to be paid upon vesting Such grants are authorized by the Companys

Managing Member

The Company recognizes as compensation expense the grant-date fair value of unit grants granted to

employees ratably over the service period within the consolidated statement of operations The awards

are accounted for as equity method awards in accordance with GAAP The Class Unit awards vest at

the end of thirty-three month period of time

Note 13 Members Equity

Ronin Capital LLC
Members equity consists of four classes of members Class AA and As of December 31 2012
members are represented in classes and As of December 31 2012 Class members equity

totaled $168157175 and Class members equity totaled $137583268 There are no active members

in Class AA or

The Class member has the right and full authority to manage control administer and operate the

business and affairs of the Company

The Class members include individuals or entities which are traders having trading accounts and the

responsibility for the trading in such accounts Class members are entitled to an interest in the profits

and are allocated losses of the Company in an amount and upon the terms and conditions set forth in

each Class members agreement as defined Class members are allocated losses of the Company
to the extent they have positive capital balance After allocation to the Class members profits and

losses are further allocated to the Class member

Class AA members are entitled to an allocation of Company profits as defined on preferred basis but

in any case after allocation of Company profits to the Class members No Class AA interest shall be

allocated Company profits in excess of the Class AA accrued preference as defined in the operating

agreement

Ronin Trading UK LLP
Ronin Trading UK consists of two classes of members Class and As of December 31 2012

members are represented in both classes

Ronin Capital UK wholly-owned subsidiary of the Company and Ronin are the Designated Members of

Ronin Trading UK and have the full right and authority to control the affairs of Ronin Trading UK

The Class Members are entitled to an interest in the profits and losses of Ronin Trading UK as defined

in an amount and upon the terms and conditions set forth in the Class Members agreement
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Ronin Capital LLC

Notes to Consolidated Statement of Financial Condition

Note 13 Members Equity Continued

Ronin Trading Europe LLP
Ronin Trading Europe consists of two classes of members Class and As of December 31 2012

members are represented in both classes

Ronin Capital UK wholly-owned subsidiary of the Company and Ronin are the Designated Members of

Ronin Trading Europe and have the full right and authority to control the affairs of Ronin Trading Europe

The Class Members are entitled to an interest in the profits and losses of Ronin Trading Europe as

defined in an amount and upon the terms and conditions set forth in the Class Members agreement

Note 14 Regulatory Requirements

Ronin is broker-dealer subject to the Securities and Exchange Commission Uniform Net Capital Rule

SEC Rule 15c3-1 and has elected to compute its net capital requirements under the alternative method

as provided by the Rule which requires that the Company maintain minimum net capital equal to the

greater of $250000 or percent of aggregate debit balances arising from customer transactions both as

defined The rule also provides that equity capital may not be withdrawn if the resulting net capital would

be less than percent of aggregate debits Net capital changes from day to day but at December 31

2012 Ronin had net capital and net capital requirements of $54758984 and $250000 respectively

In accordance with Appendix of Rule 5c3-1 the Company consolidates its wholly-owned subsidiaries

using the flow-through capital benefit method With the exception of Ronin Asia and Ronin Trading

Europe the subsidiaries are also subject to regulatory net capital requirements As of December 31

2012 Dart had net capital and net capital requirements of $1932612 and $1000000 Ronin Asia and

Ronin Trading Europe had members equity of $36419459 and $61451037 respectively The net

capital requirements of the subsidiaries are included in other deductions charges and regulatory

requirements at 120 percent of their respective requirements in the computation of net capital

Ronin Trading UK is subject to capital requirements of the Financial Services Authority FSA Financial

resources as defined must exceed the total financial resources requirement At December 31 2012

Ronin Trading UK had financial resources of $29786149 which exceeded the minimum requirements by

$18493258

Advances to affiliates distributions and other equity withdrawals are subject to certain notification and

other provisions of the net capital rules of the SEC and various exchanges the Company is associated

with

Although Ronin is not exempt from SEC Rule 15c3-3 it does not transact business in securities with or

for other than members of national securities exchange and does not carry margin accounts credit

balances or securities for any person defined as customer pursuant to Rule 7a-5c4

Note 15 Subsequent Events

The Company has evaluated subsequent events for potential recognition and/or disclosure through the

date the financial statements were issued Subsequent to year-end distributions of approximately

$29000000 were made to the members and contributions of approximately $41000000 were made to

the Company
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